Abstract
Introduction
The South African Textiles and Clothing industries are presently extremely vulnerable to job losses and concomitant factory closures due to a number of competitive pressures. Domestically, cotton and yarn prices continue to rise on yearon-year basis and are out of phase with comparable sources internationally. A militant labour union emboldened by a sometimes pliant government also makes for tough bargaining in the labour market. The export component of the clothing industry is similarly on dire straits given the internationally dwindling margins and the fierce competition from other emerging markets.
These trends make it increasingly difficult to make accurate market forecasts for the sub sector. Forecasts have to factor in looming concerns about trade restrictions, militant unions, scarce skills, investment in technology, physical infrastructure provision, an increasing slow-down of production, high import penetration and a consolidation of business investment amongst other factors. Added to the aforementioned factors, one has also to consider the often devastating effects that an unexpected recession has on the textiles and clothing sector. For instance, every sector of the textiles and clothing industry is still reeling from the recent global recession of 2008 and the attendant macroeconomic trends. As will be shown subsequently, nearly every positive industrial analysis indicator begun to dip or worsened its downward trend after 2008. These developments have begun to beget fundamental and widespread changes in the economic landscape of the sub sector.
While there is no gain saying the fact that great efforts are being made by many countries all over the world to work through common trade problems such as tariff barriers and inward-looking macroeconomic policies, a lot still needs to be done in order to achieve long-term competitiveness while at the same time paying due respect to emerging global business trends. It is against this back ground that I undertake a review of the past performance of the industries in the last twenty years in order to try and explain the determinants of performance in the industry and the policy implications thereof. The survey will be carried out in five broad themes beginning with industrial output. Second, we will look at the data regarding Value Added and follow up on that by looking at Employment Capacity. The final two sections will then deal with Investments and Trade. A concluding section will then be provided to synthesise the research problem and offer a way forward.
Industrial Output
In terms of real output prices taking 2005 as the base year, both textiles and clothing show marginal increase from 1992 till around the year 2000 with minimal bumps 1 . During this period, as shown in Figure 2 .2 below, textiles performed marginally better than clothing. However, from the year 2000, clothing takes a marginal dip in output while textiles overcomes clothing for the first time and this superior performance in real output against clothing persists till 2010. From the year 2000 onwards, textiles outperforms clothing by double the difference in the previous period and this difference is remarkable in that it is maintained even when both industries begin to shed output first marginally in 2004 and later on even more sharply from 2008. If, as Wignaraja (2008, p. 30) avers, technological capabilities as well as relevant skills that match the best available internationally are important determinants of competitiveness, then these factors would not seem to be available in sufficient quantities given the performance of the industries after the expiry of the Multi-fibre Agreement (MFA). January 1, 2005 was to mark the lifting of quotas which had hitherto governed the global trade on textiles and clothing under the Multi-fibre Agreement (MFA) which came into force in 1974. As expected, there is a marginal decline in output at this stage probably owing to the entry of low cost locales in the traditional markets of South African textiles especially domestically as well as in Europe and the US (United States of America).
Nevertheless, the temporary re-imposition of quotas on Chinese exports by developed countries as well as by some developing countries taking advantage of safeguard measures agreed to by China in negotiations with the World Trade Organization (WTO) prior to attaining membership seems to have arrested this trend in 2006. Thus, we witness once again a surge in output in both industries between 2006 and 2008. Two significant events happened in 2007 and in 2008 that might help explain the ominous nosedive we witness from 2008. Vietnam, a major low cost producer, joined the WTO in January 11, 2007 without any restrictions on her textile and clothing exports thereby adding considerably to competitive pressures on small producers. The year 2008 also saw the expiry of the safeguard measures that had been slapped on China thus making South African textile and clothing output even more vulnerable. During the period under consideration, from 1991 to 2010, the ratio of textiles and related articles export value as compared to total export value saw a constant decline that was only arrested once between the year 2000 and 2002. The percentage points reduced from a high of 2.6% in 1991 to 0.7% in the year 2010 (see Figure 2. 2). Thus, it would seem as textiles and clothing represent a less significant component of South African export trade than it did two decades ago. Nevertheless, the government is still keen on supporting the sector given its historical significance and the strategic nature of the industry considering the country's developmental ambitions as well as the strength of the labour unions. Wignaraja (2008, pp. 30 -31) points out, 'can be firm-specific determining not only which countries will enjoy a comparative advantage in international markets but also which firms can exploit that comparative advantage better than others.' The author points out that a number of factors may determine the nature of this comparative advantage ranging from the type of firm ownership, firm size, market-orientation, human capital, location, the technology deployed as well as technological linkages with other firms and support institutions amongst other factors. Throughout the chapter, we will continue to look at these factors either separately or jointly under other themes in order to tease out questions that can direct research to plausible explanations of performance. In the next section, we will look at the nature of value addition in the sub sector.
Value Added
Value addition in any industry can be impacted on by a number of factors. In the South African textile and clothing industries, one might expect the value addition to be suboptimal given the much cited inefficiency (low productivity) of the workers compared with competitors such as China, Cambodia, Turkey, Pakistan, India and Vietnam to mention but a few. Lack of training or general skills deficit is another suspect contributing to low value addition. Militant industrial relations may also play a part in reducing value addition. Other factors one might mention include the currently rising energy costs as well as infrastructure and logistic shortcomings. Barnes et al. (2001, pp. 294 -295) cite Normann and Ramirez (1993) to emphasize what they call a value constellation rather than a value chain:
In the Fordist era, firms sought to position themselves in the value chain in such a way as to maximise the value they could add during the production process. Firms that wish to survive in the competitive post-Fordist industrial era, however, must go beyond adding value in production to looking for new ways to create value for their customers -be they the end consumer or intermediate producers.
This idea of value creation will be explored further in the research to show areas within the sun sector where optimal results can be obtained. This is because value addition in the sub sector has, comparatively, been quite modest. Based on 2005 prices in millions of rands, it took nearly fifteen years for the value added of the two industries to surpass the levels obtaining in 1991. As shown in Figure 2 .4 in the next page, there was a marked decline in value addition from 1991 to the year 1993. In the next four years, the value addition picked up and irregularly rose to 1991 levels in the year 1997 before plunging to a new low in the year 2000. This was followed by an eight year period of irregular growth that reached its peak in 2008 when a negative trend commenced once again. Nearly all the movements in value addition for the twenty-year period covered were caused by the textile industry as the clothing industry contribution remained more or less constant. Barnes et al. (2001, p. 295) , in a study looking at manufacturing competitiveness within South African industry, demonstrate that value creation is a complicated and integrated processes that requires the cooperation of all actors in the industry including customers. Based on these observations, it would seem as if the only viable option to increase value addition in the industry is to opt for hi-tech value added products. Production capacities in the industry need to be upgraded if this objective is to be realized. This move is especially pertinent given the nature of global competition facing the industry as well as changes in the rule of origin by the European Union which might pose a serious threat. Whereas much still needs to be done by the industry, the government also needs to intervene by appropriate policy options in order to counter the challenges. Policy interventions that the government may consider include due facilitation in supply of energy, cut in interest rates as well as duty-free market access to mention but a few.
The proposals above are in line with the recommendations of Chand (2001, p . 276) on turn-around strategies for the Fiji garment industry. The author proposes three strategies for the Fiji garment industry that might be applicable to the South African case. First, he recommends that that the industry should invest in high-tech production processes to enable the industry shift from producing lower end market garments to high value-added up-market designer fashion apparel. Second, the garment industry should stop relying on privileged access to existing markets and be proactive in searching for and developing niche markets especially at the upper end of the market. Finally, he urges garment firms to take full advantage of niche production whereby firms produce various products with a short lead time or just in time (JIT).
To further buttress the point raised above, Barnes et al. (2001, p. 301) show that JIT production tends to break down in 'a firm if its suppliers fail to deliver their products in small lot sizes, or on a reliable basis and with perfect quality.' Understanding the industry input-output structure is important in trying to make sense of the constraints facing value addition in this sub sector. For instance, it would seem as if local spinners produce excess cotton yarn than local demand. This excess cotton yarn would then have to be exported or the local factories would have to cut production. Further along the value chain, the weaving sector of the country cannot use this yarn to produce fabric as the local demand is limited while exports are not possible due to lack of market access. It thus illogical to complain about constrained value addition given this structure. Negotiating for reduced import duties in selected global markets seems to be an attractive option as a means of deepening market access.
The kinds of intervention needed to enhance global market access require the participation of business as well as state actors in order to plot viable strategies. For instance, market access may be increased via a third state party. As an example, South Africa could enter into a strategic alliance with a country that has got greater market access to the European Union (EU) or the United States (US) by exporting textile and clothing intermediary products to that country for onward exports. And, as is already happening with the case of China, South African entrepreneurs could establish joint ventures locally with entrepreneurs from the countries already enjoying large market access for value added exports to these countries.
It is perhaps ironical that even increasing retail prices for clothing does not automatically translate into better performance for the industry due to its unique structure. This is because, with inadequate demand from cash-strapped consumers, retailers tend to push manufacturers to absorb extra production costs. Any decrease in margin call would be devastating for cotton millers unless availability of cotton at reasonable prices to domestic producers of textiles is guaranteed. If the price of cotton is not reigned in domestically, value-added textile products such as cloth, hosiery and garments could easily become uncompetitive in the global market place. Given this background, perhaps innovation targeting may results in greater capability development in the industries.
According to Francis and Bessant (2005, p. 171) , for innovation to impact favourably on capability development, industries must move from merely developing new products and services and delivery methods (process innovation) to altering market position and business models. The author cites Baumol (2002) to define innovation as: 'the recognition of opportunities for profitable change and the pursuit of those opportunities all the way through to their adoption in practice.' This is akin to what Johnson (2010, p. 7) conceptualizes as 'seizing the white space.' Johnson describes this white space as:
The range of potential activities not defined or addressed by the company's current business model, that is, the opportunities outside its core and beyond its adjacencies that require a different business model to exploit.
In a way, all these observations lead to a policy conundrum of sorts. Ideally, one hopes to ensure that only value added is exported while a raw material such as yarn is consumed internally. But this would require that the value added sector is developed well enough to have such a potential to exhaust the yarn. These developments call for the government to be involved in increasing the potential of the value added sector by encouraging more and more entrepreneurs in the business so that yarn produced in the country could be fully utilised locally. As a corollary to this, the clothing industry needs to be groomed for value addition in the produce of textile manufacturers yet it is a grim fact that the clothing industry has not grown much in the last twenty years. Unless the potential for export is increased downstream, these products are not in a position to add to the national income.
Employment Capacity
By the year 2010, the textile and clothing industry directly employed a total of just under one hundred and fifty thousand people either formally or informally. Going by Figure 2 .5 below, both industries have shed about one hundred thousand jobs from the year 1997 to 2010. The years between 1995 and 1998 saw the peak of employment creation with the total number peaking at just over a quarter of a million jobs. From then till about 2005, the employment figures were just about steady before the onset of a free-fall that saw the sub sector haemorrhaging jobs rapidly with the clothing industry losing jobs at a much faster rate that its textile counterpart.
The above observations are depressing in that they belie Gereffi's (1999, p. 37) observation that 'the explosive growth of imports in developed countries indicates that the centre of gravity for the production and export of many manufactures has moved to an ever expanding array of newly industrializing economies (NIEs) in the Third World.' The fact that South African textiles and clothing industries are yet to catch up on these gains may mean that the adoption of export-oriented policies in the 1990s did not significantly improve productivity nor were substantial gains in capital accumulation realized in the industry.
Given the standard academic posit on the textile and clothing industry, the ability to create significant number of jobs is not in doubt. What is required is for the business community to taken on board in policy making mechanisms so that government can partner much more effectively with other stakeholders such as the labour unions. For instance, the generation of jobs will depend on the kind of market access that bilateral negations might yield in the global market. Market access is one of the issues likely to further impede textile and clothing exports alongside energy and power shortages which can potentially make exports more expensive thus eroding market penetration. As Gereffi (1999, p. 39) demonstrates, 'participation in global commodity chains is a necessary step for industrial upgrading because it puts firms and economies on potentially dynamic learning curves.' It would be necessary in this research to demonstrate the requisite dynamic capabilities that industries in the sub-sector need to acquire in order to successfully continue participating in the export market.
In the case of the East Asian NIEs, Gereffi (1999, p. 57) argues that it was a combination of labour shortages, high wages, and high land prices as well as external pressures such as currency re-evaluation, tariffs and quotas that drove their textile and clothing industries to increasingly adopt export-led growth. To do this successfully, the companies were forced to set up elaborate offshore production networks while at the same time developing manufacturing expertise that required substantial spending in research and development. Equally important, the companies had to learn how to flexibly manage overseas production networks. Amazingly, over the twenty-year period considered here, both industries have retained a skills base of four percent and three percent respectively in the highly skilled category. On the other hand, the percentage employment share of the informal sector has been growing steadily for both sectors. The clothing industry has witnessed almost a doubling of the share of informal employment compared to total employment in the same period while the textile industry saw a four-fold increase. The relatively poor performance of South African textiles and clothing in creating jobs is even more confounding if one considers Gibbon's (2003 Gibbon's ( , p. 1809 observation that:
Along with Mauritius, South Africa had easily the largest and most sophisticated clothing sector in Africa prior to AGOA 4 , and was therefore considered by most observers to be among the best placed to take advantage of it.
It would therefore be prudent if this research were to investigate other potential drawbacks in the industry given that the new orientation from the year 2000 onwards heightened the significance of branded marketing as well as the fact that both South Africa and Mauritius faced much more restrictive rules under AGOA (Gibbon 2003 (Gibbon , p. 1815 . It would be necessary therefore to look at not only the retail strategies of the firms but also the institutional support that domestic industries receive in order to access export markets. In absolute terms, as shown in Figure 2 .6, Informal employment saw a robust growth in the clothing sector only from 1991 to 1996. Thereafter, the growth flattened till 2001when a modest growth was again observed which was to plateau till 2007 when a marked downhill trend began. As for the textile industry, the modest growth in informal employment achieved from 1991 to 1997 was again replicated from 2001 to 2010 after modest dips between 1998 and the year 2000. The interesting thing to note here is that the South African wearing apparel's labour sector is much 'more sharply segmented than the industry's product end-market' (Gibbon 2003 (Gibbon , p. 1818 . The author points out that there are differences in skill levels, urban and rural remuneration, as well as in unionization. The figures and trends give an indication of specialization in the work force in terms of who is needed in the core technology production activities and in support and auxiliary services given the skills base. At the national policy level, the opportunities projected for the textiles and clothing industries might give an indication of how to train say, displaced agricultural labourers, the youth and women to seek gainful employment in the sub sector. If global competitiveness and market access issues are resolved successfully by the relevant stakeholders, it would then be feasible to factor in the textiles and clothing industries by policy makers in the various schemes for education, training and linked employment generation.
Figure 2.6: Informal Employment Trend
There is no gainsaying the fact that both the export and the domestic retail industries for textile and clothing have a great potential to benefit from a clearer focus of skill development activities. The human resources especially skill training and development in this sub sector has yet to be sufficiently targeted and strategically focussed. There is need to integrate vocational and skill training education infrastructure and the industrial engineering cum modern technology management since these are emerging to be highly differentiated in the sub-sector. At a first glance, it would seem as if the textiles and clothing industries is one sub sector where the increasing competitive pressures on both time and costs will not be easily compounded by the national skills deficit. In order to adjust to the re-composition of domestic demand after liberalization, Gibbon (2003 Gibbon ( , p. 1818 says that South African clothing companies reconfigured their operating styles thus:
Their strategies included greater investment in design and sampling, and increasing expenditure of time and resources on sales and follow-up, merchandising fabric, trim and components, and managing changes of set up. In the process, these enterprises built up administrative and technical staff covering these functions.
All these developments were undertaken amidst a growing demand to at the same time restructure the companies significantly. For instance, Barnes et al. (2001, p. 298) note that South African manufacturing competitiveness is still being hampered by industrial relations which are yet to be consistent with emerging democratic expectations. The authors also maintain that South African companies need to do much more than just invest in human capital, they need to develop a management structure that is representative of the wider population and introduce more democratic and inclusive decision making styles.
As stated previously, the prospects of employment are high in the textile and clothing industries and are perhaps only second to agriculture given the nature of the bulk of their skills requirements. Even in these depressed times, there are still a number of export-oriented garments industries where a large number of workers remain employed. The establishment of more garments industries would create further employment opportunities. Given the right policy mix, there are still employment prospects even further upstream for employment creation such as in the spinning and weaving mills as well as the dyeing mills.
Investment
Fixed capital investments have been waning in both the textile and the clothing industries since 1991 as captured in Figures 2.7 and 2.8. Compared at 2005 prices, fixed investments in the textiles industry reduced from just over six billion rands in 1991 to about three and a half billion in twenty years. Similarly, the clothing industry also saw a drop from nearly two billion rands to just about one and a half billion rands in the same period. In theory, as Wignaraja (2008, p. 30) , demonstrates in the case of Mauritius, a more liberal foreign direct investment (FDI) regime should stimulate the entry of foreign firms and thus by extension promote clothing exports. i. Foreign firms are better exporters than domestic firms; and ii.
Technological capabilities and human capital approaching international best practice levels are important determinants of export advantage. We are thus forced to enquire into the nature of the dynamic capabilities of firms operating in the sub sector that made the gains in capital productivity index to be realized despite the non-impressive investment portfolio in the industry. Dynamic capabilities are an off-shoot of the Resource-based view (RBV) of the firm literature (see, generally, Eisenhardt & Martin, 2000) . Eisenhardt and Martin (2000, p. 1105) summarize RBV as follows: 'RBV assumes that firms can be conceptualized as bundles of resources, that those resources are heterogeneously distributed across firms, and that resource differences persist over time.' They then proceed to define dynamic capabilities thus:
The firm's processes that use resources -specifically the processes to integrate, reconfigure, gain and release resources -to match and even create market change. Dynamic capabilities thus are the organizational and strategic routines by which firms achieve new resource configurations as markets emerge, collide, split, evolve, and die (Eisenhardt & Martin, 2000 , p. 1107 . Figure 2 .8. The concept of dynamic capabilities, is also useful in explaining why firms in the same industry perform differently (Zott, 2003, p. 97) . Zott (ibid), agrees with Eisenhardt and Martin (2000, p. 1105) to assert that 'firm performance is affected by firms' ability to integrate, build, and reconfigure their resources and competencies.' All the authors attribute the conceptualization of the term 'dynamic capabilities' to Teece, Pisano & Shuen (1997) . 
Trade
Many factors contribute to the poor international competitive standing of the industry. Historically, prior to trade liberalization, earlier policies of the apartheid government had created an environment of import replacement and employment creation at almost any cost in a non-competitive economic environment that included price and supply controls at the input ends of the industries' pipeline. The lessons of the past therefore dictate that any planned policy interventions in the sector must be steered much more delicately than handled previously. According to Moodley (2003, p. 557) , the important challenge facing the South African apparel sector 'is not whether to participate in global process, but how to do so in ways which provide for sustainable growth.' In a study looking at the adoption of e-business in the South African clothing sector, the author points out that local firms must build and maintain new sources of competitive advantage in order to break out of the low-productivity, low value adding conundrum into which the sub sector struggles today (Moodley, 2003, p. 558) . He emphasizes that technological innovation, which forms part of the dynamic capabilities we referred to earlier, is important as many economists often assign a big portion of 'measured growth to technological progress rather than to increases in the traditional inputs of labour and capital.' Government's 2010 /11 -2012 /13 Industrial Policy Action Plan (2010 , trade balance increased negatively from 2000 to 2008 in all the industries across the sector with the clothing industry being the worst affected. In a bid to improve performance in this sector, the government will roll out the Textile and Clothing's Production Incentive (PI) as well as the Textile and clothing's Competitiveness Program (CTCP) from 2010/11 onwards through the Industrial Development Corporation (IDC). The Government hopes that these two programs will enable the sector to compete sustainably and effectively against international competitors in both the domestic and the export markets and that company level competitiveness will be improved substantially. These expectations are based on the assumption that the sector lags behind their international competitors in terms of conversion efficiencies and other key indicators of world class manufacturing principles of which quality, cost and delivery are the main drivers. 5 As can be seen from Figure 3 above, the data on trade is much more informative regarding the industry's product drivers of growth. Disregarding silk, which is basically an agricultural product, industrial textiles and clothing are the key drivers of growth in the industry. Initially, from 1990 industrial textiles more or less maintained their share of the export market with clothing and manmade filaments exhibiting a semblance of growth. These kinds of differentiation make the value chains approach much more applicable in determining the performance of the industry. Kaplinsky and Morris (2008) , in a study investigating whether Asian drivers undermine export-oriented industrialization in sub Saharan Africa (SSA), point out that two factors influence the effectiveness of export-led growth based on the expansion of manufactured goods (pp. 254 -255). First, they note a cluster of endogenous factors such as the quality of infrastructure, the effectiveness of property rights, peace and security, technological capabilities, and effective entrepreneurship. These factors impact heavily on the SSA firms' response to global market opportunities. Second, the exogenous factors reflect mostly the changing dynamics of international business. Whereas South Africa is not as badly off as the other SSA countries in terms of the endogenous factors referred to here, still it is a highly complex situation if the best policy mix is to develop weak domestic capabilities in alignment with favourable external market opportunities. It is this enigma that forces the present research to enquire into the nature of institutions in the determination of performance in the sub sector. As wignaraja (2008, p. 31) convincingly shows, the incorporation of the notion of firm-specific advantages, inherently alters the suppositions of theories of international trade thus:
i. There are country-specific and industry-specific advantages which apply to all firms equally. ii.
Within this, some advantages will be firm-specific since certain managerial, organizational, marketing and other skills will be peculiar to each firm as will production methods, technologies and experience based knowhow.
Figure 2.11: Annual imports in million rands by region
The perceived decreasing profitability in the industry is best captured by contrasting the export figures with the gross domestic fixed investment as discussed earlier. Whereas domestic fixed investments continued to grow steadily since 1990 until 2004, similar figures for the clothing sector has more or less plateau since 1997 perhaps reflecting the big shifts in management style in the clothing sector that has moved more towards flexible production and outsourcing of upstream production activities. Wignaraja (2008, p. 32) neatly summarizes literature that indicates that 'firm-level export performance (and building technological capabilities) in developing countries is affected by national policy and institutional factors. This is one more reason why the study has to determine the impact of the current and past mix of policy and institutional factors on the investment climate, managerial capabilities, industrial relations, amongst other measures of superior performance.
Conclusion
Despite the unexciting outlook of the textile and clothing industries in South Africa today, the strategic relevance of the sub sector in terms of developing country macroeconomic policies makes it imperative that radical interventions be explored in order to save it from total collapse. For instance, the sub sector has one of the longest supply chain that includes production of raw materials; spinning, weaving, or knitting; finishing; design; sewing; distribution; and marketing. Another factor making the sub sector attractive to policy makers as was demonstrated by earlier analysis is the fact that it absorbs a high proportion of unskilled workers and is generally labour intensive. As for technological learning and adaptation, the textile and clothing industries' requirements are fairly cheap and simple with little revolutionary change over the past fifty years or so. This ensures that improvements in technology are mainly catered for by specialized machines for each task and better coordination of the tasks. From these developments, it seems apparent that innovation and design are key elements of a coherent competitive strategy for the industries. There is therefore a need to interrogate the existing dynamic capabilities to determine whether they are in line with sustainable long term growth in the sector.
The issues to be determined will logically revolve around retail strategies given that research has shown viable value chains as well as the dynamic capabilities necessary for successful business models. From the brief review above, it would appear as if the superior performers of the future in the South African textiles and clothing industries will have to consider sophisticated textile materials for industrial and medical use, athletic sportswear and equipment, and up-market fashion clothing alongside radically modified traditional offerings. As has been a standard economic posit over the years, companies in the sub sector will still have to be reminded and encouraged to engender economies of scale in distribution that cover the entire supply chain or else concentrate on niches with a potential to develop a significant market position. The third question will therefore explore the existing retail strategies to see whether they are attuned to these aspirations.
Finally, policymakers will have to grapple with the issues of institutions in order to locate the industries within the boundaries of national policies, local training and research facilities, existing trade associations, existing bilateral and multi-lateral, the local nature of industrial relations as well as the overall vision of a developmental state. The New Institutional Economics (NIE) offers some interesting theoretical handle that could be deployed to explore the site of the value chain struggle worth fighting to give the sub sector a breathing space so to speak.
MCSER Publishing, Rome-Italy Vol 5 No 7 May 2014 
